Securing Economic Renewal 


A Record 
of Growth 
and Jobs 


November 1984 - February 1986 


OF | 
FAN | 
Bev AS 


OED A LLL IE 


Gov 
Doc | 


3 1761 11555282 0 


WON 


Canada 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31761115552820 


Introduction 


In November 1984, the newly-elected govern- 
ment brought forward a wide-ranging agenda 
for economic renewal. 


The goal: to promote economic growth and job 
creation and provide a firm foundation for 
social and cultural progress. 


The key: to create the conditions in which 
Canadians can make full use of their 
individual and collective strengths as workers, 
managers, innovators, investors — people in 
every part of our economy and our country. 


The program: a wide-ranging series of 
co-ordinated actions to: 
e encourage private initiative and 
competitiveness, 
e manage government more effectively, 
and 
e control the national debt by reducing 
government deficits. 


In the November ’84 economic statement, the 
May ’85 budget and the February °86 budget, 
the government announced policies which put 
these principles into practice. And the govern- 
ment will continue to act. 


This booklet highlights the significant record 
of growth and jobs and the government 
actions that are revitalizing the national 
economy. 


A Record of Progress 


Canada’s economic renewal program 1s work- 
ing and working well. Since the government 
launched the program the Canadian economy 
has expanded steadily and jobs have been 
created at a record pace. 
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Employment — Nearly 600,000 jobs have been 
created since September 1984. Despite the 
record number of Canadians who have joined 
the work force, unemployment has fallen 
below 10 per cent for the first time since 
April 1982. 


Growth — The Canadian economy grew solidly 
at a rate of about 4 1/2 per cent in 1985 — well 
above previous private sector forecasts and 
one of the best performances among the 
leading industrialized countries. 


Investment — Business investment increased 
vigorously by an estimated 6.5 per cent in 
1985 after lagging badly in previous years. 


Inflation — Inflation has remained at around 
4 per cent for the last year and a half. 


Housing — Housing starts are running at their 
highest level since 1981 — over 165,000 on an 
annual basis. 


This record of progress is the result of a con- 
sistent and coherent program of decisive 
actions to improve the climate for economic 
growth and job creation and to secure 
sustained economic renewal. 


Restoring Financial Stability 


The prolonged series of large deficits in 
Canada led to a huge accumulation of public 
debt that has become a tremendous drain on 
the nations’s treasury. During the early years 

of the 1980s, the debt had been growing three times 
faster than the national economy — that is, three times 
faster than our collective ability to pay the compounding 
interest on our debt. That situation could not be 
allowed to deteriorate even further. 


When the government took office, it immedi- 
ately acted to reduce deficits and bring the 
growth of the national debt under control. 


Government expenditures are being reduced 
through comprehensive action to cut over- 
head, eliminate waste, manage government 


assets more efficiently and make programs 
more effective. As a result of the expenditure 
reductions the government has made to date, 
expenditures on government programs will grow 
by less than inflation every year for the next five 
years. The expenditure program is described in 
the companion booklet, Managing Govern- 
ment Expenditures. 


Government revenues have been strengthened 
by eliminating tax expenditures, plugging 
revenue leaks, better targeting of incentives 
and by a balance of other tax measures 
designed to ensure that all Canadians pay a 
fair share of the costs of deficit reduction. 


Encouraging Private Initiative 
and Investment 


To encourage individuals and firms in the pri- 
vate sector to take a leading role in economic 
renewal, the government is: 


e Encouraging risk-taking and investment 
by providing individuals with a lifetime 
capital gains exemption of $500,000. 


e Providing new rules to encourage pension 
funds to invest in small and medium- 
sized businesses. 


e Providing tax credits for: long-term 
investment by individuals in labour-spon- 
sored venture capital organizations; 
resource exploration; and business invest- 
ment in Cape Breton. 


Reviewing government regulation of 
major sectors such as transportation, 
communications and energy to reduce 
the regulatory burden and promote 
efficiency. 

Reviewing the regulation of financial 
services. Action to improve supervisory 
standards and to increase market efficiency 
has already been taken. 

Promoting economic growth and produc- 
tive new investment in the Atlantic 
region through the Atlantic Enterprise 
Program. 

Reforming tax rules for private pension 
plans to end the unequal treatment that 
in the past adversely affected the self- 
employed and was a disincentive to small 
business owners. 

Reducing the basic tax rate for small 
business and increasing the numbers of 
small businesses eligible for favourable 
tax treatment. 


Increasing the amount available under 
the Small Business Loans Act by 

$1.5 billion to a total of $2.5 billion. 
Extending the small business bond 
program for small businesses and 
farmers until the end of 1987. 

Making the flow-through share provi- 
sions simpler and more effective to 
enhance financing of the resource sector. 
Promoting northern development through 
expanded tax relief for housing and travel 
benefits of individuals residing north of 
the 60th parallel and in designated 
isolated posts. 


In addition, the creation of Investment 
Canada is helping to attract vital foreign 
investment and the new technology and man- 
agement systems that such investment can 
bring to Canada. 


Encouraging R&D 


Research and development (R&D) is essential 
to current and future economic growth and 
opportunities for Canadians. Recognizing the 
positive spin-offs of advances in these areas, 
the government has: 


e Provided new and growing R&D compa- 
nies with a direct refund of the full tax 
credit they earn on their first $2 million 
of R&D expenditures each year. 

e Removed restrictions in the definition of 
R&D that qualifies for tax incentives. 

e Increased the amount of tax credit for 
current R&D that is refundable directly 
to non-taxable small businesses. 

e Increased funding for the federal govern- 
ment research granting councils, includ- 
ing matching grants from private sector 
contributions. 


Promoting Competitiveness 


A competitive Canadian economy is crucial to 
sustained economic growth and job creation. 
Competitiveness will be enhanced by: 


e A more effective corporate tax system 
with lower tax rates that minimizes 
market distortions. 

e An improved competition policy 
framework. 


A review is under way to examine improve- 
ments to thé commodity tax system that may 
remove hidden taxes on exports and put 
Canadian manufactured goods on an equal 
tax footing with imports. 


Securing Foreign Markets 


The government is determined to secure 
broader trading markets for our goods and 
services by: 


e Pursuing our national interests in the 
coming global trade negotiations. 

e Seeking a trade agreement with the 
United States which complements our 
multilateral trade strategy. 

e Strengthening and consolidating our 
export marketing programs. 


Helping Workers 


Continued economic growth requires that 
workers adjust to new conditions and take 
advantage of new opportunities. Therefore 
the government has taken an active role in 
helping workers to adjust to a changing labour 
market. 


e The Canadian Jobs Strategy has been 
established to ensure that federal training 
and job development programs will help 
participants to secure lasting and produc- 
tive employment. 

e The strategy gives special attention to 
women re-entering the labour force and 
to young people seeking their all-impor- 
tant first job. 


e The 1986 budget announces a further 
$800 million for the Canadian Jobs 
Strategy in 1987-88. 

e The budget also allocates $100 million 
per year for special programs to help 
social assistance recipients find 
employment. 

e The government recognizes that older 
workers who have lost their jobs through 
layoffs or plant closures and who have no 
immediate prospects of re-employment 
face particular difficulty. The 1986 
budget provides funding of up to 
$125 million over a four-year period for a 
Program for Older Worker Adjustment. 
This new program will replace the exist- 
ing Labour Adjustment Benefits program 
scheduled to expire in August 1986. 

e The unemployment insurance program is 
being reviewed by an independent Com- 
mission which will report in the Fall 
of 1986. 


Conclusion 


The government’s comprehensive program of 
actions to renew the Canadian economy are 
working. The strong performance of the 
economy — its vigorous growth and the crea- 
tion of hundreds of thousands of jobs — is 
encouraging evidence that we are on the right 
track to a new prosperity. In the months and 
years ahead the government will continue to 
provide the sound and decisive direction that 
will ensure sustained growth, new opportuni- 
ties and the satisfying jobs Canadians want. 
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